THE  SECRETARY  OF  HEALTH  AND  HUMAN  SERVICES 


WASHINGTON.  O.C.  ?020l 


NOV    2  1992 


.A1 


The  Honorable  Dan  Quayle  ^^^^^m 

President  of  the  Senate  ^^^^^ 
Washington,  D.C.  20510 

Dear  Mr.  President: 

I  am  respectfully  submitting  the  report  required  by. 
section  4205(c)  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990.     That  provision  directs  the  Secretary  of  Health  and 
Human  Services  to  develop  and  implement  a  plan  to  coordinate 
the  physician  review  activities  of  Utilization  and  Quality 
Control  Peer  Review  Organizations   ( PROs )  and  Medicare 
carriers.     The  plan  was  required  to  address  the  development 
of  common  utilization  and  medical  review  criteria,  criteria 
for  the  targeting  of  reviews  by  PROs  and  carriers,  and 
improved  methods  for  the  exchange  of  information. 

This  report  discusses  the  actions  taken  to  develop  and 
implement  this  plan  to  coordinate  review  activities  between 
PROS  and  carriers,   the  results  of  those  actions,  and 
information  gathered  from  the  PROs  and  carriers.  The 
estimated  cost  to  prepare  this  report  was  $1,500. 

I  am  also  sending  a  copy  of  this  report  to  the  Speaker  of  the 
House  of  Representatives. 


Sincerely, 


Louis  W.   Sullivan,  M.D. 


Enclosure 
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WASHINGTON.  O.C.  JOZOI 


NOV    2  1992 


The  Honorable  Thomas  S.  Foley 

Speaker  of  the  House  of  Representatives 

Washington,  D.C-  20515 

Dear  Mr.  Speaker: 

I  am  respectfully  submitting  the  report  required  by 
section  4205(c)  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990.     That  provision  directs  the  Secretary  of  Health  and 
Human  Services  to  develop  and  implement  a  plan  to  coordinate 
the  physician  review  activities  of  Utilization  and  Quality 
Control  Peer  Review  Organizations  (PROs)  and  Medicare 
carriers.     The  plan  was  required  to  address  the  development 
of  common  utilization  and  medical  review  criteria,  criteria 
for  the  targeting  of  reviews  by  PROs  and  carriers,  and 
improved  methods  for  the  exchange  of  information - 

This  report  discusses  the  actions  taken  to  develop  and 
implement  this  plan  to  coordinate"review  activities  between 
PROs  and  carriers,  the  results  of  those  actions,  and 
information  gathered  from  the  PROs  and  carriers.  The 
estimated  cost  to  prepare  this  report  was  $1,500. 

I  am  also  sending  a  copy  of  this  report  to  the  President  of 
the  Senate. 


Sincerely, 


Louis  W.  Sullivan,  M.D. 


Enclosure 
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BACKGROUND 


This  report  has  been  prepared  in  response  to 
section  4205(c)  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990,  which  requires  the  Secretary  of  Health  and  Human 
Services  to  develop  and  implement  a  plan  to  coordinate  the 
physician  review  activities  of  peer  review  organizations 
(PROS)  and  Medicare  carriers.     The  plan  is  required  to 
address : 

o        The  development  of  common  utilization  and  medical 
review  criteria; 

o        Criteria  for  the  targeting  of  reviews  by  PROs  and 
carriers;  and 

o        Improved  methods  for  exchange  of  information. 

The  statute  also  requires  the  Secretary  to  submit  a  report  to 
Congress  on  the  development  and  implementation  of  the  plan, 
including  recommendations  for  changes  in  legislation,  if 
appropriate.     The  report  was  due  to  Congress  by 
January  1,  1992. 

In  the  past,  coordination  between  PROs  and  carriers  has  been 
very  limited.     Increased  information  sharing  between  the  two 
entities  is  expected  to  improve  methods  for  the  exchange  of 
information,  lead  to  the  development  of  common  utilization 
and  medical  review  criteria,  and  help  achieve  greater 
consistency  in  utilization  and  quality  of  care  determinations 
for  Medicare  beneficiaries. 

PRO/CARRIER  EXCHANGE  OF  MEDICAL  REVIEW  POLICIES 

On  February  6,  1991,  the  Health  Care  Financing  Administration 
issued  contract  instructions  to  all  PROs  requiring  them  to: 

o        Exchange  medical  review  policies  and  review 
guidelines  for  new  technologies  and  invasive 
procedures  with  the  Medicare  carrier (s)  serving 
beneficiaries  in  the  PRO'S  area; 

o       Review  the  carrier's  policies  and  guidelines 

received,  identify  the  differences  between  the 
PRO'S  and  carrier's  guidelines  and  policies,  and 
resolve  the  differences,  where  appropriate; 

o        Meet  at  least  quarterly  with  the  carrier (s)  to 
discuss  issues  and  resolve  problems; 
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o        Modify  the  memorandum  of  agreement  with  the 

carrier (s)  to  include  this  exchange  of  information 
and  related  activities; 

o        Review  and  comment  on  proposed  new  or  changed 
policies  when  requested  by  the  carrier(s);  and 

o        Complete  and  submit  reports  to  HCFA  semi-annually 
on  this  activity. 

A  companion  memorandum  was  sent  to  all  carriers  on 
February  5,  1991,  requiring  the  same  type  of  information 
exchange,  review  of  the  information,  and  resolution  of  any 
differences,  as  appropriate. 

Effective  February  15,  1991,  PROs  and  carriers  were  required 
to  exchange  all  medical  policies,  review  guidelines,  screens, 
and  criteria  for  new  technologies  and  invasive  procedures. 
By  common  agreement,  they  may  exchange  policies  in  addition 
to  those  required.    The  PROs  and  carriers  were  directed  to 
review  the  policies  exchanged,  compare  them  with  their  own 
policies,  and  identify  any  differences.     The  medical 
directors  of  the  PROs  and  carriers  were  instructed  to  attempt 
to  reconcile  differences,  but  if  unable  to  reach 
reconciliation,  to  refer  the  issues  to  the  HCFA  Regional 
Administrators  within  their  Jurisdictions,  who  would  attempt 
to  resolve  the  differences.     It  should  be  noted  that  because 
PROS  and  carriers  have  different  approaches  to  review,  some 
differences  may  be  expected.     Carriers  will  include  PROs  in 
the  review  and  comment  process  for  new  or  changed  policies. 
This  process  is  now  in  place  for  medical  societies  and 
medical  specialty  groups. 

Semi-annually,  PROs  and  carriers  report  separately  on  the 
results  of  the  information  exchange.     (PROs  submit  separate 
reports  for  each  carrier  with  whom  they  currently  have  a 
memorandum  of  agreement.)     Reports  include  Information  such 
as  the  number  of  policies  exchanged,  the  number  of 
contradictory  policies  and  whether  they  were  reconciled,  an 
update  on  the  review  and  comment  process,  etc.  This 
infomation  exchange  will  be  an  element  in  the  evaluation  of 
carrier  performance  and  will  be  included  in  the  regional 
monitoring  instrument  for  PROs . 

PROS  and  carriers  are  meeting  quarterly  and  exchanging  and 
reviewing  medical  policies.     Medical  directors  representing 
PROS  were  invited  to  the  Carriers '  National  Medical 
Directors'  Conference  and  several  participated  on  discussion 
panels  of  mutual  interest.     It  has  been  agreed  that  the  dates 
and  location  of  the  next  PRO  Leadership  Conference  and  the 
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Carriers'  National  Medical  Directors'  Conference  will  overlap 
so  that  joint  meetings  of  the  medical  directors  can  be 
scheduled.     Also,  a  PRO  medical  director  will  be  included  on 
the  Carrier  New  Technology  Workgroup.     Regional  Offices  have 
been  encouraged  to  include  both  PRO  and  carrier  medical 
directors  in  any  medical  directors '  meetings  that  they 
sponsor. 

The  time  period  between  implementation  of  the  information 
exchange  and  due  date  of  the  Report  to  Congress  did  not  allow 
us  to  gather  sufficient  information  to  recommend  legislative 
changes.     If  we  determine  that  legislative  changes  are 
needed,  we  will  forward  them  to  the  Congress. 

EXPANDED  INFORMATION  EXCHANGE 

We  are  working  with  a  limited  number  of  PROs  and  carriers 
over  a  1-year  period  (beginning  in  September  1991)  to  develop 
an  effective  methodology  for  targeting  reviews  by  PROs  and 
carriers.     Prior  to  having  all  PROs  and  carriers  exchange 
additional  information  beyond  medical  review  policies,  five 
PROs  and  carriers  were  selected  to  explore  the  complexities 
of  targeting  physicians  for  review  through  PRO  and  carrier 
referrals.     The  goals  of  the  phase-in  are  to  identify  the 
most  useful  types  of  referrals  that  carriers  and  PROs  can 
provide  to  each  other;  to  determine  the  optimal  timing  of 
these  referrals;  and  to  develop  efficient  methods  of 
information  exchange.     We  expect  that  this  phased-in  approach 
to  implementation  will  result  in  savings  for  both  the  PRO  and 
carrier  programs  by  determining  the  most  useful  information 
for  targeting  review  and  most  effective  methods  for  exchange 
prior  to  national  implementation.     The  exchange,  which 
includes  specific  physician  information,  will,  for  the  first 
time,  allow  PROs  and  carriers  to  consider  physician  practices 
in  all  settings,  and  thus,  allow  PROs  and  carriers  to  more 
effectively  target  review  and  have  a  greater  impact  on  the 
quality  of  care  provided  to  Medicare  beneficiaries. 

The  five  selected  PROs  (Connecticut,  Maryland,  North 
Carolina,  Texas,  and  Wisconsin)  received  a  modification  to 
their  contracts  in  September  1991,  to  perform  the  following 
activities : 

o       On  a  quarterly  basis,  each  PRO  will  send  to  the 
carrier  a  list  of  physicians  who:   (1)  are  on 
Intensified  review  for  utilization  or  quality  of 
care  issues;   (2)  have  received  a  first  sanction 
notice;   (3)  have  had  a  sanction  recommendation 


forwarded  to  the  Office  of  Inspector  General 
(OIG);   (4)  have  been  reported  to  the  State 
Licensing  Board;  and  (5)  who  have  been  identified 
by  the  PRO  medical  director  as  potentially  being 
of  interest  to  the  carrier. 

The  PRO  will  provide  the  carrier  with  the  reason 
each  physician  was  referred,  specific  information 
about  the  nature  of  the  problem  or  concern,  and  a 
description  of  any  action  taken  or  planned  by  the 
PRO. 

The  PRO  will  profile  and  analyze  the  information 
on  physicians  provided  by  the  carrier  (physicians 
on  the  Provider  Audit  List  and/or  on  prepayment 
review,  those  referred  to  OIG  or  the  State 
Licensing  Board,  or  those  identified  by  the 
carrier  Medical  Director  as  potentially  being  of 
interest  to  the  PRO)  to  determine  which  physicians 
referred  by  the  carrier  will  be  selected  for 
focused  review. 

The  PRO  will  review  at  least  20  records  for  each 
physician  selected  for  focused  review,  and  follow 
the  regular  review  process  when  questionable  cases 
are  identified  (i.e.,  notification  to  the 
physician  of  a  possible  payment  denial  for 
services  rendered  or  of  a  potential  quality 
problem;  offering  the  physician  an  opportunity  to 
discuss  the  case  and  present  additional 
information;  making  a  determination;  offering  the 
physician  an  opportunity  to  request  a 
reconsideration  of  the  denial  of  payment;  etc.). 
Appropriate  interventions  will  be  taken  by  the 
PROS  when  final  determinations  are  made  that 
inappropriate  or  unnecessary  care  has  been 
provided  (e.g.,  denial  of  payment,  intensified 
review,  educational  efforts,  coordination  with 
licensing  and  accreditation  bodies,  sanction 
consideration,  etc.). 

The  PRO  will  provide  feedback  to  the  carrier  on 
each  referred  physician.     Feedback  must  include 
the  reason  the  referred  physician  was  or  was  not 
selected  for  review,  review  findings,  and  the 
current  status  of  the  investigation. 
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o        In  consultation  with  HCFA,  each  PRO  will  determine 
which  information  has  proven  to  be  the  most 
effective  for  exchange  and  the  appropriate 
timeframes  for  information  exchange.     With  HCFA's 
approval,  the  PROs  will  modify  the  information 
being  exchanged  and  the  timing  of  the  exchange 
during  the  phase-in  period  to  achieve  greater 
effectiveness . 


The  five  selected  carriers  (Travelers  of  Connecticut, 
Maryland  Blue  Cross  and  Blue  Shield,  CIGNA  North  Carolina, 
Blue  Cross  and  Blue  Shiexd  of  Texas,  and  Wisconsin 
Physicians'  Service)  were  instructed  to  send  to  their 
respective  PROs,  on  a  quarterly  basis,  a  list  of  physicians 
who:   (1)  are  on  the  Provider  Audit  List  (postpayment 
screening  for  unusual  utilization  patterns);   (2)  are  on 
Category  III  prepayment  screens  (provider  specific  screening 
for  high  utilization  rates);   (3)  have  been  referred  to  the 
OIG;   (4)  have  been  reported  to  the  State  Licensure  Board;  and 
(5)  are  identified  by  the  Medical  Director  as  not  complying 
with  Medicare  requirements. 

Carriers  perform  Comprehensive  Medical  Review  (CMR)  on  a 
sample  of  0.5  percent  of  providers  in  their  active  provider 
universe  annually.     Physicians  are  identified  for  review 
through  a  variety  of  sources,  including  a  postpayment 
statistical  run  and  referrals  from  inside  and  outside  of  the 
carrier.     For  the  phase-in,  one-third  of  the  providers  that 
the  carrier  identifies  for  CMR  must  be  drawn  from  the 
physicians  referred  by  the  PRO.    When  conducting  CMR,  a 
sample  of  the  physician's  claims  is  selected,  medical  records 
are  associated  with  the  sample  claims,  and  a  medical  review 
is  performed  to  evaluate  the  medical  necessity  of  the 
services  and  the  accuracy  of  the  coding  used  for  Medicare 
billing.     The  purpose  of  the  review  is  to  establish  whether  a 
medical  necessity,  utilization,  or  coding  problem  exists. 
The  carriers  will  provide  feedback  to  the  PROs  on  each 
physician  referred  by  the  PROs,  including  the  reason  the 
referred  physician  was  or  was  not  selected  by  the  carrier  for 
review;  review  findings;  and  the  status  of  the  investigation. 
Carriers  will  also  identify  which  information  has  proven  to 
be  the  most  effective  to  exchange  in  order  to  achieve  greater 
effectiveness  when  the  expanded  information  exchange  is 
implemented  nationwide. 
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PROS  and  carriers  are  exchanging  physician  specific 
information  to  determine  whether  a  physician  who  has  been 
found  to  have  problems  in  one  area  (e.g.,  utilization)  might 
also  have  problems  in  another  area  (e.g. , quality  concerns). 
The  referral  of  physicians  with  problems  or  potential 
problems  helps  the  other  entity  to  focus  on  specific 
physicians  even  though  their  own  review  has  not  detected  a 
problem.     The  PROs  and  carriers  do  not  actually  utilize  the 
others'  review  results,  but  focus  their  review  on  the 
referred  physicians  to  uncover  undetected  problems.     PROs  and 
carriers  pursue  corrective  action  based  on  their  own  reviews 
of  referred  physicians.     In  order  for  PROs  and  carriers  to 
coordinate  the  sanctioning  of  physicians,  we  would  need  to 
have  the  involvement  of  the  Office  of  the  Inspector  General 
in  developing  such  a  process.     We  see  this  process  as  a 
future  outcome  of  the  PRO/carrier  information  exchange. 

Several  of  the  PROs  and  carriers  are  performing  other 
activities  to  learn  whether  the  exchange  of  additional 
information  would  be  beneficial. 

o       Connecticut  Peer  Review  Organization  and  Travelers 
of  Connecticut  will  be  conducting  a  geographic 
variation  analysis  on  the  use  of  magnetic 
resonance  imaging  to  determine  if  there  are 
variations  in  use  and  why  they  might  exist. 

o       Texas  Medical  Foundation  will  request  information 
from  Blue  Cross  and  Blue  Shield  of  Texas  about 
physicians  with  confirmed  quality  problems  who  no 
longer  appear  as  the  attending  physician  on 
hospital  bills,  but  did  provide  hospital  services 
and  submitted  Part  B  claims  for  those  services. 
The  carrier  will  supply  information  concerning  any 
identified  physician  who  files  service  claims  for 
hospital  services  so  that  the  PRO  can  readily 
identify  cases  for  review. 

o        Delmarva  Foundation  for  Medical  Care  will  provide 
information  concerning  physician  ordering  patterns 
to  Maryland  Blue  Cross  and  Blue  Shield.  This 
information  will  be  drawn  from  the  PRO'S  studies 


on  small  area  geographic  variations  and  studies 
linking  utilization  and  quality  of  care  problems. 
This  information  will  assist  the  carrier  in 
determining  whether  to  place  a  physician  under 
special  review. 

Quarterly  reports  are  to  be  submitted  to  HCFA  by  the  five 
PROS  and  carriers.     Reports  will  include  information  on  each 
physician  that  has  been  referred  by  the  other  entity.  They 
are  to  discuss  whether  problems  were  identified  and,  if  so, 
the  action  taken  and  the  results  of  those  actions. 

Since  this  activity  has  so  recently  been  implemented,  there 
has  not  been  sufficient  time  to  gather  results  of  the 
expanded  information  exchange.     When  this  information  is 
available,  we  will  consider  the  need  for  legislative  change 
and  submit  any  proposals  to  the  Congress. 

The  results  of  the  phased-in  implementation  of  an  expanded 
information  exchange  in  the  five  States  will  help  the 
Department  of  Health  and  Human  Services  determine  which 
information  will  be  most  useful  to  PROs  and  carriers  to 
target  review,  which,  in  turn,  will  help  to  improve  the 
quality  of  care  provided  to  Medicare  beneficiaries.  This 
expanded  information  exchange  will  be  evaluated  in  the  latter 
part  of  1992  and  fully  implemented  by  all  PROs  and  carriers 
in  1993. 
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